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(57) Abstract: In transactions between a consumer and a mer- 
chant where a merchant requires a deposit for participation, a 
method and system are provided for intermediating the transac- 
tion (10). The system enables a consumer to secure the required 
deposit amount for the transaction with funds deposited in one 
of a bank account ( 14) or a special deposit account ( 1 6). Fees are 
generated based on a percentage of the deposit amount secured 
with the deposited funds and/or by providing an interest rate on 
funds deposited in the special deposit account (16) with a fixed 
spread from a bank interest rate. The system assures merchants 
that deposit funds have been reserved for a particular transac- 
tion, and enables consumers to participate in such transactions 
without requiring an actual transfer of funds. 
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INTERBANK PROCESS 

CROSS-REFERENCES TO RELATED APPLICATIONS 

This application claims the benefit of U.S. Provisional Patent Application Serial No. 
60/230,418, filed September 6, 2000, the entire content of which is herein incorporated by 
reference. 

STATEMENT REGARDING FEDERALLY 
SPONSORED RESEARCH OR DEVELOPMENT 

(NOT APPLICABLE) 

BACKGROUND OF THE INVENTION 

The present invention relates to methods and systems for intermediating a transaction 
between a consumer and a merchant and, more particularly, to such methods and systems 
wherein consumers can satisfy deposit requirements for a transaction via a direct link with an 
existing bank account or a special deposit account. 

Several types of transactions typically require consumers to provide a deposit before 
enabling them to participate in the transaction. Examples of transactions that often require 
deposits include auctions, automobile sales, real estate sales, and the like. If a large deposit is 
required, e.g., for a transaction involving a high cost product such as real estate, in order to 
secure the deposit, consumers may be required to access savings accounts, brokerage accounts 
or the like to obtain a bank check for participating in the transaction. Ultimately, if the 
transaction is not completed, the consumer must then return the funds to their account or 
otherwise process their funds. This procedure results in a significant burden for the consumer. 

BRIEF SUMMARY OF THE INVENTION 

It would thus be desirable to provide consumers with a means of securing a transaction 
deposit requirement without requiring the consumer to actually provide the funds to the 
merchant. From a merchant's standpoint, it would be desirable for the merchant to be assured 
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that the deposit funds were available without requiring the merchant to process the deposit 
funds unless necessary. The method and system according to the present invention provides 
security to a seller of goods to know that the payment is available and will be made when the 
goods are delivered, and security to the buyer of goods to know that the goods being purchased 
are actually delivered before the payment is made. 

The method and system according to the present invention effects an intermediary in a 
transaction between a consumer and a merchant involving an exchange of monetary funds. 
The intermediary provides access via a link to an existing bank account or via a special deposit 
account for consumers to secure deposits required in a transaction. 

In an exemplary embodiment of the invention, a method of intermediating a transaction 
between a consumer and a merchant involving an exchange of monetary funds includes the 
steps of (a) receiving subscriptions from merchants and registering the merchants as member 
merchants; (b) providing a vehicle for the member merchants to require a deposit amount for 
the transaction; and (c) enabling a consumer to secure the deposit amount for the transaction 
with funds deposited in one of a bank account or a special deposit account. The method may 
further include the step of generating fees based on a percentage of the deposit amount secured 
with the deposited funds. Alternatively or additionally, fees may be generated by providing an 
interest rate on funds deposited in the special deposit account with a fixed spread from a bank 
interest rate. 

In one embodiment, the method further includes the step of receiving subscriptions 
from banks and registering the banks as member banks, wherein step (c) is practiced by linking 
the consumer's bank account and reserving an amount of funds in the consumer's bank account 
corresponding to the deposit amount. In this context, the consumer's bank account is at least 
one of a checking account, savings account, credit card, or letter of credit. 

Step (c) may be practiced by placing a hold on the deposited funds in an amount 
corresponding to the deposit amount, wherein the deposited funds placed on hold are made 
unavailable to the consumer. Upon completion of the transaction, the hold on the deposited 
funds may be released, or the deposited funds placed on hold may be transferred according to 
preset consumer preferences. 

Step (c) may also be practiced by providing an online link to a transaction intermediary 
through the consumer's existing bank account. 

In another exemplary embodiment of the invention, a method of reserving funds in a 
transaction requiring a deposit between a consumer and a merchant is provided. The method 
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includes holding consumer funds in one of an existing bank account or a special deposit 
account in an amount corresponding to a required deposit. Service fees are generated: (1) on a 
transaction basis in accordance with either an amount of funds deposited in the special deposit 
account or an average amount of funds held over a set period of time, or (2) based on a fixed 
spread between an interest rate offered by associated banks and an interest rate provided to the 
consumer. 

In yet another exemplary embodiment of the invention, systems for practicing the 
methods of the invention are provided. 

BRIEF DESCRIPTION OF THE DRAWING 

These and other aspects and advantages of the present invention will be described in 
detail with reference to the accompanying drawing, showing a schematic block diagram of the 
method and system according to the present invention. 

DETAILED DESCRIPTION OF PREFERRED EMBODIMENTS 

The present invention is an extension of commonly-owned co-pending U.S. Patent 
Application Serial No. 09/567,589, filed May 10, 2000, and commonly-owned co-pending U.S. 
Patent Application Serial No. 09/617,065, filed July 13, 2000, the entire contents of which are 
hereby incorporated by reference. The features according to the present invention may be 
implemented as a supplement to the methods and systems discussed in the noted co-pending 
applications or alternatively may be used independently. Although the noted co-pending 
applications are directed to e-commerce transactions and the methods and systems according to 
the present invention are well suited for e-commerce transactions, the invention is not 
necessarily meant to be limited, but could have broad applications in offline consumer 
transactions. 

Additionally, in the context of the present invention, a "merchant" can be any company 
or individual that offers a product or service for sale or acts as an intermediary for a 
transaction. "Banks" encompass those banks, other financial institutions, and other 
depositories of funds, both national and international who either hold customer funds, issue 
credit, or provide other conventional banking services to customers. Reference to a "bank 
account" in the context of the present invention may encompass any type of account including 
checking, savings, certificates of deposits, credit cards, letters of credit, and the like. 
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Referring to the FIGURE, the eDeposit™ system 10 acts as an intermediary between 
member merchants 12 and consumers via member banks 14 or special system-supported 
deposit accounts 16. The system 10 receives subscriptions from merchants for registration as 
member merchants. The member merchants 12 may be required to pay a fee for registration. 
Member banks 14 may offer the intermediary system 10 according to the invention as a service 
to its customers 18. Similar to merchants, the system 10 receives subscriptions from interested 
banks for registration as member banks. Bank customers 18 of the member banks 14 are 
provided with the ability to open a new account to be used for these transactions or link one or 
more of their current accounts 20 for system functionality. The special deposit account. 16 is 
an account similar to a regular bank savings account that is set up through the eDeposit™ 
system 10. The special deposit account 16 is described in more detail in the above-noted co- 
pending applications. 

If a merchant 12 such as a car dealer, real estate firm, etc. requires a deposit for a 
consumer to participate in a transaction (such as placing a bid on the purchase of real estate), 
instead of the consumer supplying actual deposit funds in the form of a check, money order or 
the like, the consumer rather uses the system 10 to allow the merchant 12 to reserve or place a 
"hold 11 on a deposit amount in the consumer's account 16, 20, which as discussed above can be 
linked to a current checking, savings or credit card account or a separate bank account used 
exclusively for deposit transactions. The "hold" status provides the needed assurance to the 
merchant 12 of the consumer's bona fide interest in completing a transaction, without requiring 
the consumer to transfer funds to the respective merchant 12. From the consumer's 
perspective, the system 10 enables transactions to proceed without risk of default and 
subsequent loss of transferred deposit funds. 

When a "hold" is placed on funds in a consumers account, the funds are unavailable to 
the consumer for other purposes. Upon completion of the transaction, the "hold" can be 
released by the system 10 or the funds transferred according to preset consumer preferences. 

The system 10 may itself be associated with one or more banks to offer complementary 
banking services with associated deposit accounts. In this context, users can register directly 
with the system 10 and set up the special deposit account 16 that is maintained by the system 
10 through an associated bank. Fees for services can be generated, for example, by offering an 
interest rate to system customers with a fixed spread from the interest rate offered by the 
associated banks to the system 10. Alternatively, member banks 14 can offer a link to the 
system to existing bank customers 18 through existing accounts 20 or special accounts 
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established exclusively for deposit transactions. The system according to the present invention 
can thus be an attractive additional feature that banks can offer to its customers. 

System fees can be generated via bank service fees for use of the system based on, for 
example, an amount deposited in the special deposit account 16 or dedicated bank account or 
based on an average amount of funds held or reserved on a monthly or other time period basis 
or the like. 

With the system and methods of the present invention, both consumers and merchants 
are provided with a vehicle to facilitate participation in transactions requiring a deposit. For 
consumers, the system conveniently relieves the burden of having to process funds for every 
transaction, and for merchants, they can be assured that deposit funds are available without 
requiring physical processing of the funds unless necessary. 

While the invention has been described in connection with what is presently considered 
to be the most practical and preferred embodiments, it is to be understood that the invention is 
not to be limited to the disclosed embodiments, but on the contrary, is intended to cover 
various modifications and equivalent arrangements included within the spirit and scope of the 
appended claims. 
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WHAT IS CLAIMED IS : 

1 . A method of intermediating a transaction between a consumer and a merchant 
involving an exchange of monetary funds, the method comprising: 

(a) receiving subscriptions from merchants and registering the merchants as member 
merchants; 

(b) providing a vehicle for the member merchants to require a deposit amount for the 
transaction; and 

(c) enabling a consumer to secure the deposit amount for the transaction with funds 
deposited in one of a bank account or a special deposit account. 

2. A method according to claim 1, further comprising the step of generating fees 
based on a percentage of the deposit amount secured with the deposited funds. 

3. A method according to claim 1, further comprising the step of generating fees 
by providing an interest rate on funds deposited in the special deposit account with a fixed 
spread from a bank interest rate. 

4. A method according to claim 1, further comprising the step of receiving 
subscriptions from banks and registering the banks as member banks, wherein step (c) is 
practiced by linking the consumer's bank account and reserving an amount of funds in the 
consumer's bank account corresponding to the deposit amount. 

5. A method according to claim 4, wherein the consumer's bank account comprises 
at least one of a checking account, savings account, credit card, or letter of credit. 

6. A method according to claim 1, wherein step (c) is practiced by placing a hold 
4 on the deposited funds in an amount corresponding to the deposit amount, wherein the 

deposited funds placed on hold are unavailable to the consumer. 

7. A method according to claim 6, wherein upon completion of the transaction, the 
hold on the deposited funds is released. 

8. A method according to claim 6, wherein upon completion of the transaction, the 
deposited funds placed on hold are transferred according to preset consumer preferences. 
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9. A method according to claim 1, wherein step (c) is practiced by providing an 
online link to a transaction intermediary through the consumer's existing bank account. 

10. A method of reserving funds in a transaction requiring a deposit between a 
consumer and a merchant, the method comprising holding consumer funds in one of an 
existing bank account or a special deposit account in an amount corresponding to a required 
deposit, and generating service fees (1) on a transaction basis in accordance with either an 
amount of funds deposited in the special deposit account or an average amount of funds held 
over a set period of time, or (2) based on a fixed spread between an interest rate offered by 
associated banks and an interest rate provided to the consumer. 

11. A method according to claim 10, wherein the existing bank account comprises 
at least one of a checking account, savings account, credit card, or letter of credit. 

12. A method according to claim 10, wherein the funds placed on hold are 
unavailable to the consumer. 

13. A method according to claim 12, wherein upon completion of the transaction, 
the hold on the funds is released. 

14. A method according to claim 12, wherein upon completion of the transaction, 
the funds placed on hold are transferred according to preset consumer preferences. 

15. A method according to claim 10, further comprising providing an online link to 
a transaction intermediary through the consumer's existing bank account. 

16. A system for intennediating a transaction between a consumer and a merchant 
involving an exchange of monetary funds, the system comprising: 

means for receiving subscriptions from merchants and registering the merchants as 
member merchants; 

means for providing a vehicle for the member merchants to require a deposit amount 
for the transaction; and 

means for enabling a consumer to secure the deposit amount for the transaction with 
funds deposited in one of a bank account or a special deposit account. 
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17. A system for reserving funds in a transaction requiring a deposit between a 
consumer and a merchant, the system comprising means for holding consumer funds in one of 
an existing bank account or a special deposit account in an amount corresponding to a required 
deposit, and means for generating service fees (1) on a transaction basis in accordance with 
either an amount of funds deposited in the special deposit account or an average amount of 
funds held over a set period of time, or (2) based on a fixed spread between an interest rate 
offered by associated banks and an interest rate provided to the consumer. 




SUBSTITUTE SHEET (RULE 26) 



INTERNATIONAL SEARCH REPORT 



International application No. 
PCT/USO 1/275 14 



A. CLASSIFICATION OF SUBJECT MATTER 

IPq7) :G06F 17/60 
US CL :705/39, 40, 26 
According to International Patent Classification (IPC) or to both national classification and IPC 



B. FIELDS SEARCHED 



Minimum documentation searched (classification system followed by classification symbols) 
U.S. : 705/39, 40, 26 



Documentation searched other than minimum documentation to the extent that such documents are included in the fields 



Electronic data base consulted during the international search (name of data base and, where practicable, search terms used) 
WEST, DIALOG 



DOCUMENTS CONSIDERED TO BE RELEVANT 



Category* 



Citation of document, with indication, where appropriate, of the relevant passages 



Relevant to claim No. 



x 



US 5,703,344 A (BEZY et al) 30 December 1997, col. 3, line 17 
thru col. 6, line 22. 

US 5,677,955 A (DOGGETT et al) 14 October 1997, entire 
document. 

US 6,029,150 A (KRAVITZ) 22 February 2000, entire document. 



1-17 



1-17 



1-17 



| | Further documents are listed in the continuation of Box C. | | See patent family annex. 



* Special categories of cited documents: 

"A" document defining the general state of the art which is not 

considered to he of particular relevance 

"E" earlier document published on or after the international filing date 

"L" document which may throw doubts on priority claim(s) or which is 

cited to establish the publication date of another citation or other 
special reason (a* specified) 

"O u document referring to an oral disclosure, use, exhibition or other 

means 

"P" document published prior to the international filing date but later 
than the priority date claimed 



T" later document published after the international filing date or priority 

date and not in conflict with the application but cited to understand 
the principle or theory underlying the invention 

"X" document of particular relevance; the claimed invention cannot be 

considered novel or cannot be considered to involve an inventive step 
when the document is taken alone 

"Y" document of particular relevance; the claimed invention cannot be 

considered to involve an inventive step when the document is 
combined with one or more other such documents, such combination 
being obvious to a person skilled in the art 

"& n document member of the same patent family 



Date of the actual completion of the international search 
03 DECEMBER 2001 



Name and mailing address of the ISA/US 
Commissioner of Patents and Trademarks 
Box PCT 

Washington, D.C. 20231 
Facsimile No. (703) 305-8250 



Date of mailing of the international search report 



10 JAN 2002 



Authorized officer 



HANI KAZIMI ^/M* ft ljfi*$3&&i& 



Telephone No. (70S)-SO5-1061 



Form PCT/ISA/210 (second sheet) (July 1998)* 



